STATE OF MAI NE

PUBLI C UTI LI TI ES COW SSI ON Docket No. 98-221
July 1, 1998

CENTRAL MAI NE PONER COVPANY ORDER APPROVI NG

Revi ew of Annual Price Change STI PULATI ON

Pursuant to Alternative Rate

VELCH, Chairnman; NUGENT, Conmi ssioner

In this Order, we approve a Stipulation filed by Central
Mai ne Power Conpany (CMP or the Conpany), the Ofice of the
Publ i c Advocate (OPA), and the Coalition for Sensible Energy
(CSE), which will allow CVP to increase its capped rates by
1.33% effective July 1, 1998, pursuant to the Conpany's
Alternative Rate Plan (ARP). The Stipulation was filed on June
10, 1998. \While certain parties in this proceedi ng have not
joined in the agreenent, no party has opposed our approval of the
Stipul ation.

On March 25, 1998, CMP nade its annual ARP conpliance
filing. CW's filing contained two sections: (a) the
"traditional ARP request"” seeking price cap increases of 1.78%
and (b) a request for treatnment of two "extraordinary itens."
The extraordinary itens are a 10%rate cap reduction proposed to
take effect after consunmation of the Conpany's proposed asset
sale to FPL and the treatnent of lIce Storm 1998 costs. On
March 25, 1998, CWP also filed its margi nal cost floors pursuant
to Attachnment | of the ARP Stipulation and on April 1, 1998, CW
filed its Short-Term Energy Only rates.

In a Procedural Order dated April 22, 1998, the Exam ners
deci ded that the issue of how the proceeds fromthe Conpany's
proposed asset sale should be applied would not be addressed in
this proceeding, but instead, would be fully litigated and
resol ved in Docket No. 97-580, Public Utilities Commission,
Investigation of Stranded Costs, Transmission and Distribution
utility Revenue Requirements, and Rate Design. The ARP annual
revi ew docket would remai n open, however, to flowthrough the
effects of any rate reduction found to be appropriate by the
Comm ssion in Docket No. 97-580.

Under the ARP, the Conpany's base (non-earnings sharing
adj usted) price change for this year would be .22% Inits
request, CWP stated that based on its 1997 financial results, the
Conpany was actually entitled to price cap increases of 2.59%
However, to keep price increases at or below the rate of
inflation, CWP was voluntarily constraining its rate increase
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request to 1.78% the rate of inflation during the ARP year. The
Conpany is correct that based on its book financial results, the
Conmpany would be eligible for an additional 2% rate cap increase
under the earnings sharing provisions of the ARP. The central
issue in this case, however, is to what extent the Conpany's
earni ngs sharing situation may have been caused by the inprudent
operations of the Conpany's nucl ear assets, nost significantly,
Mai ne Yankee.

Currently, the issue of whether Mine Yankee's operators,
and hence its expenses, were prudent during 1997, is before the
Federal Energy Regul atory Comm ssion (FERC). On an overall
basis, we believe that the Stipulation fairly allocates the risk
associated with the unresol ved prudence issues before the FERC
bet ween r at epayers and sharehol ders.

Under the provisions of the Stipulation, the Conpany woul d
be allowed to increase its rates by 1.33% as of July 11, 1998.
Shoul d the issues involving the prudence of CMP's 1997 expenses
related to its ownership interest in M ne Yankee be resol ved,
ei ther through a settlenent or a FERC decision, this rate change
can be adjusted downward by as nuch as 1.11% (the base price
change unadjusted for earnings sharing) and upward by .45% (the
| evel of CWP's requested change inits ARP filling). These
adj ustmrents woul d be made through the "suppl enental order
i npl enentation nmethod" or "SOM" Paragraph 5 of the Stipulation
provi des:

I n determ ni ng whet her any SO M Adj ust nent shal |l take
pl ace, each party to this proceeding, after resolution
of the FERC proceeding (whether by litigation or
settlenent), is entitled to take any position and
present any argunents before this Comm ssion regarding
the inpact of the resolution of the FERC proceedi ng on
t he prudency of 1997 CWP expenditures related to M ne
Yankee.

Based on our initial reading of the |anguage quoted above,
we were concerned that this provision wuld allow parties with
anot her opportunity to litigate prudence issues decided by the
FERC before this Comm ssion as part of the SO M procedure. At a
conference of counsel held on June 16, 1998, counsel for CW
indicated that it was not the intention of the stipulating
parties to provide an opportunity for the litigation of issues
decided by FERC. Rather, the parties intended this provision to
all ow parties an opportunity to argue how a FERC deci sion shoul d
be flowed through in rates and would al so allow parties an
opportunity to allow present argunent on issues not decided by
FERC. Counsel for CWP al so stated that although not explicitly
provided for in the Stipulation, it was the stipulating parties
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intent to allow the margi nal cost floors and STEO rates filed by
CWMP in this case to go into effect.

The Stipulation also provides for a SOM adjustnent to this
year's ARP rate change for unrecovered prudent Ice Storm 1998
costs. Should CWP wi sh to recover such costs during this year,
the Stipulation provides that it nust make its SOMTfiling by
Decenber 1, 1998.

Wth the clarifications to the Stipul ation provided by CW's
counsel , which have been noted above, we believe the Stipul ation
provides a just and reasonable resolution of all issues in this
case and is consistent with our criteria for approving
stipulations (parties signing represent a broad spectrum of
interests; a fair process led to the stipulation; and the result
is reasonable and not contrary to |legislative mandate or the
public interest). Consumers Maine Water Co., Proposed General
Rate Increase, Docket No. 96-739 (July 3, 1997).

Accordi ngly, we
ORDER

1. That the Stipulation filed by CWP, the OPA and CSE on
June 10, 1998 in this matter is approved. A copy of the
Stipulation is attached as Appendix A and is incorporated by
ref erence herein.

2. That pursuant to the provisions of the Stipulation, CW
shall be allowed to increase its capped rates under its
Alternative Rate Plan by 1.33%effective July 11, 1998.

3. That the marginal cost floors and STEO rates filed by
CVWP on March 25, 1998 and April 1, 1998, are approved.

Dat ed at Augusta, Maine this 1st day of July, 1998.

BY ORDER OF THE COWM SS| ON

Dennis L. Keschl
Adm ni strative Director

COMM SSI ONERS VOTI NG FOR: Wl ch
Nugent
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NOTI CE OF RI GHTS TO REVI EW OR APPEAL

5 MRS A 8 9061 requires the Public Uilities Comm ssion
to give each party to an adjudicatory proceeding witten notice
of the party's rights to review or appeal of its decision nade at
t he concl usion of the adjudicatory proceeding. The nethods of
adj udi catory proceedi ngs are as foll ows:

1. Reconsi deration of the Comm ssion's Order nay be
request ed under Section 6(N) of the Comm ssion's Rul es of
Practice and Procedure (65-407 C MR 11) within 20 days of
the date of the Order by filing a petition with the

Comm ssion stating the grounds upon which consideration is
sought.

2. Appeal of a final decision of the Conm ssion nay be
taken to the Law Court by filing, within 30 days of the date
of the Order, a Notice of Appeal wth the Adm nistrative
Director of the Comm ssion, pursuant to 35-A MR S. A § 1320
(1)-(4) and the Maine Rules of Cvil Procedure, Rule 73 et
seq.

3. Addi tional court review of constitutional issues or

i ssues involving the justness or reasonabl eness of rates may
be had by the filing of an appeal with the Law Court,
pursuant to 35-A MR S. A § 1320 (5).

Not e: The attachnent of this Notice to a docunent does not
indicate the Commi ssion's view that the particul ar docunent
may be subject to review or appeal. Simlarly, the failure
of the Comm ssion to attach a copy of this Notice to a
docunent does not indicate the Comm ssion's view that the
docunent is not subject to review or appeal.



